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Ce rapport est publié en francais et en 
anglais. Si vous préférez un exemplaire 
francais, veuillez en faire la demande 
au: 

Secrétaire, 

Petrofina Canada Inc. 

1, Place Ville-Marie, 

Montréal, Québec, Canada 

H3B 4A9 


The Company 


Petrofina Canada Inc. was established 
in Montréal in 1953 by the Petrofina 
group of Brussels, Belgium. Initially the 
Company was involved only in refining 
and marketing in eastern Canada but 
within two years had, through acquisi- 
tions, become active in the exploration 
and production segment of the indus- 
try in the western Provinces. Today, 
Petrofina Canada is the seventh largest 
integrated petroleum company in 
Canada and is engaged in all aspects of 
the oil business including the develop- 
ment of the Athabasca oil sands. 


The Company's head office is in Mont- 
real and its exploration office is in 
Calgary. Regional marketing offices are 
located at strategic points throughout 
eastern Canada. Although refined prod- 
ucts marketing activities are restricted 
to eastern Canada, by-products, such as 
petrochemicals and sulphur, are sold 
on the world markets. To date, the 
Company's exploration and production 
activities have been carried out in 
Canada exclusively. 


At December 31, 1980, the Company 
employed 2 163 people in 10 provinces 
and had a gross annual payroll of $58.3 
million. Total assets, all of which repre- 
sent investment in Canada, amounted 
to $918 million at year end. 
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Share Prices 


(in thousands of dollars except per share amounts) 


1980 

Revenue $887,500 
Funds generated from operations 152,100 
— per common share (fully diluted) 13.58 
Net earnings 98,700 
— per common share (fully diluted) 8.81 
Dividends paid 20,500 
— per common share 1.80 
— per preferred share (six months only) .93 
Capital expenditures — resource 61,600 
— other 25,100 

Long-term debt at end of year 178,400 
Shareholders’ equity at end of year 475,900 
Working capital 175,200 
Return on average capital employed 17.8% 
Return on average shareholders’ equity 25.2% 
Salaries, wages and employee benefits 58,300 
Taxes charged against income 77,400 
Total taxes generated 189,300 
Crown royalties paid 49,100 


1979 
$764,400 


122,900 
12.23 


61,600 
6.13 


13,000 
1.30 


219,500* 
24,500 


256,500 
307,400 
110,300 
14.8% 
21.8% 
54,500 
49,700 
163,800 
34,100 


Rates per day 


Production of crude oil and natural gas liquids 


— gross (cubic metres) — conventional 3,300 3,300 
— synthetic 640 390 

Natural gas produced and sold 
— gross (thousands of cubic metres) 2,000 2,300 
Sales of sulphur (tonnes) 470 380 
Crude oil runs to refinery (cubic metres) 11,600 12,400 
Refined product sales (thousands of litres) 10,300 10,900 


Quarter 1st 


Closing quarterly common share prices 1979 $261/8 $40 
as traded on the Toronto Stock Exchange 1980 $47 1/2 $531/2 $65 


*Includes Syncrude acquisition 
**Conversion table: One cubic metre= 6.290 barrels 

= 35.315 cubic feet 
One tonne = 0.984 long ton 
One kilometre = 0.621 mile 
One hectare = 2.469 acres 


% change 
16 


% change 
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To the Shareholders 


The Annual Report of the 1980 activities of Petrofina Canada Inc. is somewhat 
special in nature since an agreement in principle was entered into for the acquisi- 
tion of our Company by Petro-Canada as this was being written. 

Events have dictated that Petrofina Canada be the first company to be affected 
by the National Energy Program aimed at Canadianizing the petroleum industry, 
by takeover. It is ironical when one recalls the fact that the promoter and founder 
of the Company had to turn to foreign interests in the early 1950s when it proved 
impossible to find Canadian investors willing to take up the challenge. Additional- 
ly, the management of Petrofina Canada has been among the most ardent 
defenders of private enterprise, especially in the area of resource development. 

Those who have contributed to the success of our Company may find some 
satisfaction in the fact that it was Petrofina Canada’s very vitality which made it 
attractive to the State. A review of our 1980 activities provides evidence of this 
vigor. 

For example, our exploration and development expenditures (excluding 
Syncrude) made exclusively in Canada, increased 65% during the year, rising 
from $35 million in 1979 to $57 million in 1980, and our total capital expenditures, 
including the construction of our polystyrene plant, amounted to $87 million in 
1980, as against $59 million in 1979. 

While our sales volumes of refined products decreased to a level slightly below 
that of the preceding year, our earnings made substantial gains as a result of the 
strengthening of margins and higher prices for crude oil and natural gas. 

Net earnings increased from $61.6 million in 1979 to $98.7 million in 1980. 

In terms of return on average capital employed, there was an increase from 14.8 
per cent in 1979 to 17.8 per cent in 1980. Insofar as net earnings per share are 
concerned, they advanced to $8.81 on a fully diluted basis in 1980 from $6:13 

in 1979. 

In an ongoing effort to expand our markets, we continued to place a great deal 
of importance on the petrochemical sector. Construction of a polystyrene plant by 
our subsidiary, Finachem Canada Inc., at a cost of $15 million, was completed on 
schedule and under budget. Production got under way in January, 1981. 

Despite a strike by our employees at the beginning of the year, production at 
our refinery proceeded at a normal pace with the help of our senior staff. Regular 
work resumed in mid-March following the signing of a two year collective 
agreement. 


About 85 per cent of our crude oil supplies were provided by western Canada, 
with the balance of our needs being met through foreign sources. | 

In order to reduce the loan contracted in 1979 to purchase our 5% share in 
Syncrude, we issued both common and convertible preferred shares under two 
separate offerings. The net proceeds realized of some $83 million were applied 
against the loan. A further $225 million credit facility enabled us to refinance the 
remainder of that debt and to ensure the financing of other projects. 

We, together with the other participants in the Alsands project, waited in vain 
for an agreement between the governments of Alberta and Canada which would 
have allowed us to undertake work with a view to construction of the plant. At 
present, this work has been reduced to the strictest minimum and the project may 
be suspended unless agreement is reached before July 1, 1981. 

I am indebted to the members of the Board of Directors who have always been 
available to provide us with their valuable assistance. To those directors who have 
left us this year, Messrs. W.A. Arbuckle, F.M. Covert and Roger Létourneau, I 
extend our sincere appreciation for their contribution to the Company. I wish 
to bid a cordial welcome to Messrs. Jacques J. Giasson and J.W.E. Mingo whose 
experience will be a valuable addition to our Board of Directors. 

I also wish to express our gratitude to all employees for their cooperation over 
the years and I want to thank all those, including our dealers, agents, customers 
and suppliers, who have contributed to Petrofina Canada's success. 

As the reins change hands, everyone may be justifiably proud of our past 
performance. 


On behalf of the Board 


ee 


Chairman of the Board 
President and Chief Executive Officer 


Montréal, February 17, 1981. 
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Financial 
Review 


Cash Generated and 
Reinvested 


Cash flow from operations amounted to 
$152 million, an increase of 24% over 
last year. Expenditures on properties, 
plant and equipment, most of which 
were in the Resources segment, repre- 
sent a reinvestment in Canada of 88% of 
our earnings for the year and 57% of our 
cash generated. Over the past five years 
we have invested some $456 million in 
our business, mainly in the Resources 
segment in Canada. This investment 
represents 195% of our earnings and 
104% of our cash flow for the same 
period. 


Expenditures 1980 1979 


(millions of dollars) 


Exploration and Development 


Conventional $51.9 $ 33.3 
Syncrude 4.5 184.9 
Alsands 3.1 ees 
Other 2.1 “ifs 
Manufacturing 18.7 16.9 
Marketing 6.4 7.6 
$86.7 $244.0 

Earnings 


Consolidated net earnings for 1980 were 
$98.7 million, up 60% from the $61.6 
million earned in 1979. Earnings per 
common share were $8.99 compared 
with $6.13 for 1979. Fully diluted earn- 
ings per share, taking into account the 
possible conversion to common of all 
preferred shares, were $8.81. 


The increased earnings are attributable 
to improved margins in the sales of 
refined products and to higher prices in 
the Resources segment of our business. 
An analysis of the earnings from and 
capital employed in each segment is in- 
cluded under note 6 of the Notes to the 
Consolidated Financial Statements 
which can be found on page 26 of this 
report. 


Gross revenues for 1980 totalled $887.5 
million, an increase of 16% over the 
$764.4 million for 1979. Product costs 
and operating and administrative ex- 
penses increased only 6.6% to a total of 
$641.7 million. Although sales volumes 
of general products declined 6.4% from 
1979, margins improved significantly. 
This improvement, coupled with a 
reduction of 2.5% in marketing costs, 
accounts for the more satisfactory per- 
formance of the Refined products and 
petrochemicals segment. 


Financing 5 

During 1980 significant changes were 
made over a period of several months to 
the Company's financial structure. The 
acquisition in 1979 of a 5% interest in 
Syncrude was financed by an interim 
bank loan with the intention that it 
would be retired in part through an 
equity issue at the appropriate time. 
Early in the year improving equity 
markets permitted a successful rights of- 
fering to common shareholders. A total 
of 1 005 176 new common shares were 
issued pursuant to the offer for proceeds 
of $40.2 million. 


By mid-year an issue of 1 500 000 
cumulative redeemable convertible 
preferred shares was also completed at a 
price of $30.00 per share to provide ad- 
ditional funds of $45 million. The 
preferred shares yield 6.25% payable 
quarterly and are convertible into com- 
mon shares anytime on or prior to July 
15, 1990, at a conversion rate of one half 
of acommon share for each preferred 
share, subject to adjustment in certain 
events. The combined net proceeds of 
both equity issues were applied-to 
reduce the Syncrude loan. 


In August, the remainder of the Syn- 
crude loan was refinanced through a 
new credit facility arranged with a con- 
sortium of three major banks. The new 
facility, which extends a maximum 
credit of $225 million, carries a 
minimum three year revolving period 
followed by a 10 year fixed term. This 
facility was also used to retire approx- 
imately $33 million of other, more ex- 
pensive, bank debt. 


Dividends 

The first quarterly dividend on prefer- 
red shares was paid on September 30, 
1980, at the rate of $.45856 per share 
and the second quarterly dividend was 
paid on December 31, 1980, at the 
regular rate of $.46875 per share. 


Semi-annual dividends were paid on the 
common shares at the rate of 80 cents 
per share on March 31, 1980, and $1.00 
per share on September 30, 1980. 


Review 
of Activities 


Exploration, Development 
and Production 


Increasing cash flow during the year 
was accompanied by increases in ex- 
penditures for exploration and develop- 
ment of conventional oil and gas. These 
expenditures which amounted to $57 
million, as compared with $35 million in 
1979, were tangible recognition by the 
Company of the need to reinvest increas- 
ingly large sums in the development 

of Canada's hydrocarbon resources if 
we hope to achieve the national goal of 
self-sufficiency. 


The Company participated in the drill- 
ing of 152 wells during the year, a 37% 
increase over 1979. The programme 
resulted in 24 oil wells and 84 gas wells 
with seven wells still drilling or awaiting 
completion at year end. The remainder 
were unsuccessful. 


The risks in our industry are well il- 
lustrated by the 37 dry holes in which 
we participated. Not as well understood 
however, is the economic risk involved 
with successful gas wells. New oil wells 
are placed on production shortly after 
drilling but new gas discoveries must 
wait for several years before markets 
can be established and marketing facili- 
ties built. Most 1980 gas discoveries, for 
example, will not likely be placed on 

_ stream before 1987. 


In 1980 approximately $5.2 million were 
spent in geophysical exploration, and 
some 2 700 kilometres of seismic lines 
were shot or acquired from industry 
sources. Here again our expenditures 
were increased substantially from the 
$2.7 million spent in 1979, reflecting the 
increased importance of geophysical 
methods. This work has provided the 
Company with valuable leads for our 
drilling programme in 1981 and subse- 
quent years. 


‘At December 31, 1980, the Company 
held interests in 576 oil wells, and 440 
gas wells capable of production in non- 
unitized fields, amounting to 185 net oil 
wells and 126 net gas wells. 


Competition in land acquisition remain- 
ed intense. Although average prices at 
Crown sales in Alberta decreased to 
$406 per hectare in 1980 from $493 in 
1979, average prices at sales in British 
Columbia increased to $411 per hectare 
in 1980 from $380 in 1979. The Com- 
pany acquired 31 989 net hectares at an 
average cost of $349, an increase of $163 
per hectare over last year. 


Governments are the owners of most of 
the minerals in Canada, and are the 
beneficiaries of very large amounts of 
money paid by the oil companies for 
leases, and other rights. The terms of 
these concessions are becoming shorter, 
and the drilling obligations more 
burdensome, against a scenario of delay 
in finding markets for natural gas 
discoveries. 


Exploration (see map} 


British Columbia 

Kimea 

Kimea is located in the northeast corner 
of the province and the Company holds 
interests varying from 35% to 100% in 
46 800 gross hectares with a net of 

13 100 hectares. Four gas wells drilled 
prior to 1980 were followed by a fifth 
gas well in the first quarter of the year. 
Further seismic is planned for 1981. 


Wapiti River 

In 1978, the Ojay well discovered gas 
which tested at 538 thousand cubic 
metres per day, and a second deep 
wildcat test was drilled in 1980. An ex- 
tensive evaluation of its hydrocarbon 
potential was being carried out at the 
end of the year. The company holds a 
50% interest in 44 920 gross hectares 
with a net of 22 460 hectares. 


77 78 79* 80* 
Gross Production Crude Oil 
& Natural Gas Liquids 


(thousands of cubic 
metres per oe) 
*Incudes synthetic oil 


Gross Sales 
Natural Gas 


(millions of cubic 
metres per day) 


Paddy 

Sixty kilometres north of Fort St. John, 
the Company holds interests in 78 100 
hectares under a farmin from the British 
Columbia Resources Investment Cor- 
poration (BCRIC), in which the Com- 
pany will earn a 25% working interest. 
In 1980, adjoining these lands to the 
north, the Company acquired a 33 /3% 
interest in a 9 541 hectare permit. One 
well on the BCRIC acreage was drilled 
and cased to the Muskeg formation in 
1980, suspended at that point due to 
spring break-up, but will be deepened 
early in 1981. Further seismic will be 
carried out in 1981, and a second well 
will be drilled in the first quarter. 


Altares 

The Company holds a 50% interest in 

8 657 gross hectares with a net of 4 328 
hectares located in Township 83, Range 
24, W 6 Meridian in British Columbia. 
A farmout well was cased to a depth of 
2 164 metres in the Permian Belloy 
formation. 


Alberta 

Golden-Lubicon 

In the rapidly expanding Golden- 
Lubicon oil play in north central Alber- 
ta, Petrofina Canada acquired interests 
from 331/3% to 50% in six petroleum 
and natural gas licenses during 1980, 
amounting to 4 077 net hectares. The 
Company anticipates participating in 
the drilling of several wells in the first 
quarter of 1981, and shooting additional 
seismic. 


Shekilie 

In the far northwest corner of the pro- 
vince a programme of seismic work and 
land acquisition was carried out in 1980. 
The Company holds 25% and 331/3% .in- 
terests in 2 816 gross hectares with a net 
of 896 hectares. Drilling is planned for 
the first quarter of 1981, offsetting the 
Shekilie oil field. 


Whitecourt 

Exploration on the Whitecourt block in 
west-central Alberta continued at an ac- 
celerated pace with the drilling of 28 ex- 
ploratory wells compared with 13 in the 
previous year. Seventeen wells were 
cased as potential gas wells and three 
were oil discoveries. 


Peco Coalspur 

A well drilled on a Nisku seismic 
anomaly in the West Pembina play a 
year ago is confirmed as a gas discovery 
with 24 metres of reef pay, and tested at 
a rate of 210 thousand cubic metres per 
day. Company interest is 10%. A second 
well drilled on a separate Nisku anoma- 
ly is also confirmed as a gas discovery 
with 31 metres of reef pay and a flow 
rate of 670 thousand cubic metres per 
day. Company interest is 5%. 


Other Alberta areas of exploration 
significance include West Berland, Hay 
River, and the Dizzy Creek region close 
to the northern boundary of the pro- 
vince. 


Québec 

In the fall of 1980 the Company entered 
into a farmin agreement with SOQUIP 
(the Québec Government oil company) 
for geophysical exploration and drilling 
in the province, both onshore and off- 
shore. By year end, 147 kilometres of 
seismic had been completed in the 
Gaspé area, 55 kilometres had been 
completed in the Québec Lowlands, and 
recording of offshore seismic was ini- 
tiated late in December in the Gulf of 
St. Lawrence. Further seismic in the 
Gulf and in the Louiseville area will be 
carried out in 1981. The first well, near 
Blandford, was drilled to a depth of 


1 754 metres and abandoned in 


December. This well earned the Com- 
pany a 50% interest in an area contain- 
ing approximately 282 000 hectares. 

A second well, near Bécancour was 
spudded in December, and was still 
drilling at year end. The farmin covers a 
total of approximately 1 051 000 
hectares in five separate blocks and 

the Company may earn an interest of 
about 50% in these lands. 


Maritimes 

A farmout of approximately 1.6 million 
gross hectares of mineral rights offshore 
Prince Edward Island was completed. 
Two offshore wells, each on separate 
structures, were drilled with disappoint- 
ing results, and both wells were aban- 
doned. The Company's interest after the 
farmout is approximately 4%. No fur- 
ther exploration is planned. 


Land Holdings 
The Company's land holdings at the end 
of 1980 were as follows: 
Gross Net 
hectares hectares 
Petroleum & natural gas: 


Permits, 
reservations 
& licenses 2 115 607 5320130 
Leases 1 086 002 481 921 
Mineral title interests 227 268 93577 
Royalties 86 816 86 816 
Coal 88 087 67 137 


The foregoing excludes our 2% net 
carried interest in approximately 16 
million gross hectares held by Panarctic 
Oils Ltd. in Arctic areas off the 
Canadian mainland. 


Development (see map) 
Alberta 


Keg River 

A Keg River gas discovery well on a 

14 290 hectare block was drilled in 1976 
and delineation wells were completed in 
the next two years. In 1979 gas 
marketing arrangements were made 
and a development programme follow- 
ed in 1980 which included the drilling of 
five more wells with Petrofina Canada 
as operator. A gas dehydration and com- 
pression plant and gathering system 
connecting thirteen wells was con- 
structed with production expected to 
commence early in 1981. Petrofina 
Canada’s interest is 65%, and the Com- 
pany’s share of production will amount 
to approximately 65 thousand cubic 
metres of gas per day. 


1980 | | 
Exploration. 
and development 


highlights 


West Whitecourt Project 

In 1979, new contracts for sale of gas 
from the Whitecourt area were entered 
into with PROGAS Limited and Pan- 
Alberta Gas Ltd. for export to the 
United States, conditional upon the 
necessary permits being obtained from 
government authorities. Although 
export approvals were not fully final- 
ized by year end, the Company and its 
partners proceeded with development 
drilling, and plant and gathering system 
construction required to fulfill these 
contracts. 


The Company is the operator of the 
West Windfall and Heavysound areas, 
where we are installing 145 kilometres 
of gathering systems associated with 
compression and dehydration facilities. 
About 30 gas wells will be coming on 
production and the Company's share 

rom these new contracts will be about 
112 thousand cubic metres per day. 


West Marlboro 

In this successful oil development play 
in the southern part of the Whitecourt 
block, 8 development oil wells were 
completed in 1980, giving a field total at 
year end of 29 oil wells. More drilling is 
planned for 1981. 


Hanlan 

The Company holds a 20 to 25% interest 
in four wells completed in the Swan 
Hills formation in the large Hanlan gas 
field about 200 kilometres southwest of 
Edmonton. The Company, together wi 
other owners, has been invol ved dur ing 
the year with engineering design of a 
plant and gathering system ex pected to 
serve three to five gas fields in this area. 
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Design capacity is for 8.5 million cubic 
metres per day inlet gas, and the total 
cost of the system will be in excess of 
$200 million. Interim approval from 
the Energy Resources Conservation 
Board has been received and construc- 
tion is projected to start in 1981. The gas 
is contracted to Pan-Alberta Gas Ltd., 
and plant construction is subject to the 
status and timing of natural gas exports. 


Production 


Wellhead Prices 


The average gross wellhead price for 
crude received by Petrofina Canada dur- 
ing the year was $98.09 per cubic metre, 
an increase of $14.75 per cubic metre 
over the preceding year, and the 
average price for natural gas increased 
to $85.60 per thousand cubic metres 
from $63.31 per thousand cubic metres 
in 1979. The average price received for 
synthetic crude oil during the year was 
$231.66 per cubic metre. 


Resource Sales 

Sales of conventional crude oil and 
natural gas liquids totalled 1 212 thou- 
sand cubic metres before royalty, an in- 
crease of 22 thousand cubic metres over 
1979. Sales of synthetic crude oil added 
235 thousand cubic metres before royal- 
ty. Natural gas sales, before royalty, de- 
creased to 747 million cubic metres from 
841 million cubic metres in 1979. Sul- 
phur sales increased to 174 000 tonnes 
in 1980. World demand for sulphur is 
increasing and there is significant im- 
provement in Company revenue from 
sulphur sales. Prices for slated sulphur 
for offshore markets have increased by 
about 65% during 1980 and at year end 
were about $90 per tonne at the plant 
gate. Liquid sulphur for the domestic 
and United States markets reached a 
price of about $55 per tonne at the plant 
gate by year end, a 200% increase from 
the beginning of the year. 


As in 1979, conventional oil production 
continued at or near maximum 
operating capacity. In response to the 
National Energy Program the Alberta 
Government announced a plan to 
reduce the production from 


provincially-owned oil and gas lands by 
15% in stages next year, resulting ina 
reduction of about 29 thousand cubic 
metres of oil per day by July 1981. 
Although this will reduce our income 
from conventional oil production 
somewhat, a significant portion of our 
production is from freehold leases 
which will not be affected by the pro- 
posed cutback. 


Natural Gas Production 

In December of 1979, the National 
Energy Board approved the export to 
the United States of 105 billion cubic 
metres of gas over the next seven years, 
on the condition that approximately 
48% of these additional volumes be 
delivered through certain southern sec- 
tions of the planned Alaska Highway 
Natural Gas Pipeline. Canadian ap- 
proval for construction of these ’’pre- 
build” sections of the line was obtained 
early in the summer, the necessary per- 
mits were issued, and construction was 
underway in August. The western leg to 
handle deliveries of approximately 6.8 
million cubic metres per day should be 
completed by May or June of 1981, and 
the eastern leg to handle deliveries of 
approximately 22.5 million cubic metres 
per day is tentatively set for completion 
in September of 1982. These exports are 
significant for our Company, and we 
will be participating through our con- 
tracts with Pan-Alberta Gas Ltd. and 
PROGAS Limited. 


On February 1, 1980, the Toronto City 
Gate price increased by 15¢ per MCF 
($5.30 per thousand cubic metres) to 
$2.30 ($81.21 per thousand cubic 
metres), and the price was increased 
again to a price of $2.60 ($91.81 per 
thousand cubic metres) on September 1, 
1980. 


On February 17 the export price of gas 
to the United States was increased from 
$3.45 U.S. to $4.47 U.S. per million 
BTU's ($121.82 U.S. to $157.84 U.S. per 
thousand cubic metres), which brought 
the price of export gas to parity on an 
energy basis with oil in accord with the 
Canada-U.S. agreement. The agreement 
with the United States called for an up- 
ward adjustment of 15¢ U.S. per million 
BTU's ($5.30 per thousand cubic 
metres) as and when the price of oil in- 
creased by the equivalent amount, with 
the adjustment to be effective 90 days 
later. Although the price of oil increased 
during the year, the Canadian Govern- 
ment decided not to proceed with a 
further increase in the price of export 
gas because there is a growing market 
resistance to the higher price since 
heavy fuel oil is now competitive and 
new supplies of gas in the United States 
are being brought on by a significant im- 
provement in the American exploration 
environment. 


The Montréal to Québec City extension 
of the trans-Canada pipeline proposed 
for 1981, combined with market develop- 
ment in Ontario will require increased 
production of natural gas in western 
Canada, although the rate of growth is 
expected to be rather slow. 


Reserves 

The Company's proven reserves of | 
hydrocarbons and related products, 
before royalty, were estimated at the 
end of the year as follows: 


1980 1979 

Conventional crude oil 

& gas liquids 

(millions of cubic metres) 7.5 So 
Synthetic crude oil 

(millions of cubic metres) 9.3 95 
Natural gas 

(billions of cubic metres) 19.8 20.7 


Sulphur (millions of tonnes) Hye 7) fh 


Saskatchewan 

The effects of the National Energy Pro- 
gram on the Company's producing wells 
in Saskatchewan are such that it is no 
longer economic to service marginal 
wells. 


(continued on page 13) 


Oil Sands 


At a time when crude oil reserves 
are rapidly depleting, Canada does 
enjoy some outstanding advantages. 
The oil sand deposits found in north- 
eastern Alberta are among the 
largest known oil reserves in the 
world. Our country can also count 
on a petroleum industry which has 
readied itself to face the financial 
and technological challenges of 
developing this new source of oil 


supply. 
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ment through which the "Alsands 
Group proposes to undertake con- 
struction of another es ers 


commitment by its partners, but 


also substantial technical expertise 


® 


Technical approval has been receiv- 


ed from the e Province of f Alberta and 
ing work is unde 


Siurface deposits represent only a 
fraetion of known oil sands reserves. 
The great majority of oil bearing 
sands are located deep beneath the 
surface and requirea highly com- 
plex extraction process known as 
‘‘in situ recovery’’, which is still 
under development. 
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Petrofina Canada has taken an ac- 
tive part in the exploitation of the 
vast Alberta oil sand deposits. 

It also holds important concessions 
which are yet to be developed. In 
cooperation with its partners, the 
Company is committed to play a 
continuing role in the development 
of this reserve of oil to provide Cana- 
dians with ample supplies of energy. 


(continued from page 8) 


Arctic Islands 
The Company holds a 2% carried in- 
terest in approximately 16 million gross 
hectares held by Panarctic Oils Ltd. in 
Arctic areas off the Canadian mainland. 
Panarctic added to its substantial 
reserves already held at Melville Island, 
King Christian Island, Roche Point and 
Whitefish by the drilling in the first 
quarter of its Char G-07 well which 
tested about 500 thousand cubic metres 
per day. This well is an extension of the 
King Christian gas field, but ina new 
shallow zone. 


Participants in the Arctic Pilot Project to 
ship liquified natural gas from the Arctic 
islands by tanker to eastern Canada for 
distribution in Canada and the United 
States have announced the signing of 
two sales agreements. Approvals from 
both Canadian and United States 
authorities will be required. 


Syncrude 

Substantial improvement was made 
during the year both in plant operations 
and mining at the Syncrude project in 
which the Company owns a 5% interest. 
In spite of problems encountered with 
cokers, a fire in the hydrogen plant at 
year end, and an unscheduled shut- 
down for 35 days in the early part of the 
year, our share of production for the 
year exceeded our estimates by about 29 
thousand cubic metres, and reached a 
total for the year of 235 thousand cubic 
metres, with our share of daily rates 
being as high as 910 cubic metres. 


Syncrude management and staff are to 
be commended for their performance 
under conditions which were often ex- 
tremely difficult. 


Alsands 

In the first quarter, the on-site pro- 
gramme for clearing and drainage 
ditching, together with the drilling and 
coring of 400 wells was completed. 
On-site work for the rest of the year was 
minimal, and all expenditures for the 
year amounted to about $41 million, 
instead of the $100 million originally 
planned. 


Technical and associated design and 
planning proceeded at an active level 
and a Joint Venture Management Con- 
tract was signed with a consortium of 
engineering firms to complete engineer- 
ing design and manage construction. An 
extension of the Participation Agree- 
ment by the nine participants in the pro- 
ject was concluded by the end of the 
year. Technology for handling and use 
of plant produced coke is being ac- 
quired, thus reducing an otherwise 
substantial use of natural gas or product. 
The proposed 1981 budget of $200 
million was reduced to $36 million for 
the first six months, and the participants 
announced that it is very likely the proj- 
ect will be suspended unless acceptable 
terms can be negotiated with the provin- 
cial and federal governments. 


The year was a disquieting one for 
Alsands from beginning to end. Efforts 
by the participants to establish fair and 
reasonable commercial terms had been 
to no avail in the latter part of 1979, and 
the federal election in early 1980 caused 
further delays. Alsands’ innovative pro- 
posal of an equitable price and profit 
sharing formula with government met 
with no success. The federal budget and 
National Energy Program which 
established oil pricing terms starting in 
1981 for synthetic crude was followed 
by Alberta's notice that the matter of ap- 
proval for the project was being held in 
abeyance. If a positive environment 
should develop in the immediate future 
enabling the project to go ahead, the 
earliest forecast of start-up would be 
some time in 1988, instead of 1986. 
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Coal 

In the Lethbridge area of southern 
Alberta the Company holds a 45% in- 
terest in 3 225 hectares of provincial and 
freehold coal leases. Our Company is 
the interim project operator. Mining 
engineering studies have been carried 
out during the year, and in the fall a 17 
core hole drilling programme was car- 
ried out which fully substantiated the 
dimensions of our coal seam. Planning 
for a test mine is proceeding along with 
economic studies. Gross recoverable 
reserves are estimated to be 41 million 
tonnes. 


Forecasts at the Canadian Coal Con- 
ference held in September 1980 were 
very bright for world wide growth of 
thermal coal markets, and the Company 
is cautiously optimistic as to the future 
for this prospect. 


Investigation of coal prospects in British 
Columbia have not proved fruitful, in 
part due to the onerous requirements 
under provincial regulations for work 
and expenditures. Asa result, all British 
Columbia coal leases have been 
dropped. 


Supply 

As was the case in 1979, this past year 
proved to be a difficult one in which to 
obtain our supplies of foreign crude oil. 
Not only did we continue to be affected 
by the low rate of Iranian crude oil pro- 
duction, but also, during the last quarter 
of 1980, our offshore supplies were re- 
duced substantially by the Iran-Iraq 
conflict. Nevertheless, we were able to 
supply all the marketing requirements 
of our Company. 


In the last quarter of 1980, a contract 
was signed with Petro-Canada which 
provides us with an additional supply of 
approximately 238 thousand cubic 
metres annually of Mexican crude oil. 
Actual deliveries under this agreement 
have not yet reached the contract 
quantities. 


Crude oil purchases for 1980 totalled 4.2 
million cubic metres at an overall cost of 
$487 million. 


Total receipts at Montréal for our ac- 
count were 2.7 million cubic metres of 
western Canadian crude, 0.4 million 
cubic metres of direct foreign purchases 
and 0.2 million cubic metres of foreign 
crude obtained through Canadian- 
American exchanges. Additionally, we 
received 1.0 million cubic metres of 
crude under a processing arrangement. 
This latter volume was offset by a like 
quantity of crude purchased by us and 
processed at Sarnia under the same pro- 
cessing arrangement. 


Manufacturing 


Asa result of difficulties experienced 
during 1980 in securing supplies of Mid- 
dle East crude, the refinery through- 
put dropped some 6% from the level of 
the preceding year. The daily average of 
11.6 thousand cubic metres was made 
up of approximately 85% Canadian con- 
ventional and synthetic crudes, 11% 
Middle East and 4% Mexican. 


A strike of hourly paid refinery 
workers, which began in December of 
1979, was settled after a period of 100 
days. During that time the refinery was 
operated by staff personnel at normal 
production levels. 
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High priority was again placed on 
energy conservation with a number of 
projects completed and others under 
study. These efforts have resulted in a 
37% reduction in refinery fuel con- 
sumption since 1973, on an equivalent 
basis. 


Among the projects commissioned this 
year was an experimental hydroponic 
greenhouse which utilizes some of the 
refinery's waste heat to grow hothouse 
tomatoes, cucumbers and peppers. This 
is not acommercial project, but 
Petrofina Canada will continue its 
research with various groups in an at- 
tempt to develop new growing tech- 
niques for the above-mentioned crops, 
plus herbs, melons, beans and flowers. 
The greenhouse will continue to serve 
as an educational tool providing tours 
for school and university groups, both 
local and foreign. 


As a result of the declining fuel oil 
market, various processing alternatives 
were evaluated to reduce heavy fuel oil 
production. Visbreaking seems to be the 
most attractive in the short term, while 
heavy oil cracking with hydrotreating 
appears to be the long term solution. 


Petrochemicals 


While the production at our refinery 
was affected by reduced volumes of 
crude oil processed during the year, 
total production of petrochemicals was 
up to 357 thousand cubic metres, 
representing a yield of 8.4% of the total 
crude processed in the plant. 


Total sales revenue in 1980 from petro- 
chemicals amounted to $187 million, 
which represents a 21% increase over 
1979. This increase can be attributed to 
the improved market conditions enjoy- 
ed during the latter part of the year. 


The major activity during 1980 remain- 
ed in the area of aromatic derivatives. 
The market for these products remained 
fairly depressed during the first part of 
the year because consumption was af- 
fected by the adverse economic climate 
and high interest rates. Most of our 
customers kept their inventories low. 
Nevertheless, due to a comprehensive 
marketing effort, we were able to keep 
our production and sales at maximum 
rates. During the latter part of the year 
the shortage of feedstocks for most pro- 
ducers and the reduced crude oil avail- 
ability, resulting from the Middle East 
conflict, improved the aromatic market. 
Prices regained some strength and 
substantially restored reasonable profit 
margins. 
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Sales of Middle 
Distillates 
(thousands of cubic 
metres per day) 


The construction of our polystyrene 
plant, which was announced in 1979, 
was undertaken and completed during 
1980. The start-up will take place in the 
first quarter of 1981. This represents a 
time frame of 13 months between date 
of approval and start-up of the unit. 
This, without question, is a record for 
petrochemical plant construction in 
Canada. 


Finachem Canada Inc. has been market- 
ing polystyrene in Canada since the last 
quarter of 1979. This was achieved with 
polystyrene produced in the United 
States and imported into the Canadian 
market. The product has been very well 
accepted by Canadian users which has 
enabled Finachem Canada to penetrate 
the market sufficiently to provide a 
basic volume of sales for the first year's 
production at our new plant. 


Marketing 


Over the past few years, Canadian con- 
sumers have become increasingly aware 
of the need to curtail demand for 
petroleum products. On the basis of 
preliminary data for 1980, there are in- 
dications that the total Canadian con- 
sumption of petroleum products declin- 
ed slightly from the previous year. 


Although sales of FINA petroleum prod- 
ucts also declined in 1980, marketing 
revenues increased while marketing ex- 
penses decreased moderately from the 
level of the previous year. This improve- 
ment reflects the Company's continued 
emphasis on expense control as a major 
factor in producing a satisfactory return 
on its investments. 


Numerous actions were taken in 1980 to 
improve the efficiency and operating 
results of our large network of retail 
outlets. Several unsuitable properties 
were sold and a few exceptionally prom- 
ising properties were purchased for 
future development. In addition, a 
number of independent dealer locations 
were established under the FINA brand. 


During 1980, we planned and introduc- 
ed anew method of billing credit card 
purchases. ‘Descriptive billing’ allows 
certain operating efficiencies while pro- 
viding FINA customers with a more 
precise and informative statement, as 
well as a detailed record of credit card 
transactions. 


FINA Multi-Plus, a superior quality 
multi-grade oil, was introduced in 1980. 
This new product is recommended for 
all modern automobile motors, regard- 
less of climatic conditions. It greatly 
surpasses the most recent performance 
standards established by automobile 
manufacturers. Undoubtedly, this 
superior quality product has great 

sales potential. 


The Company also restructured its 
Retail Fuel Oil Section and entered into 
a number of agreements which will 
substantially broaden its operating base 
in the important heating oil segment of 
the market. 


The sales and revenue potential from 
our Asphalt Section has been enhanced 
by a joint venture with a company 
specializing in roofing asphalt. 


Increased volumes of FINA aviation jet 
fuel were supplied to several national 
and international airlines during 1980. 


Our T.B.A. Section continued to 
generate significant revenue from its 
sales of tires, batteries and a wide range 
of automotive parts and accessories. 


After nearly two years of planning, the 
Marketing Department completed the 
design and awarded the contract for 
automation of its largest product distri- 
bution plant at Pointe-aux-Trembles, 
Québec. The system, which is expected 
to be operational in 1981, will provide 
computer-controlled loading and deliv- 
ery facilities. All daily transactions will 
then be reported directly to the main 
computer located at our head office. 


The Company's ‘Standards of Excel- 
lence'’ programme, which constantly 
promotes higher standards of customer 
service, was re-emphasized and enthusi- 
astically supported throughout our en- 
tire marketing operation. 
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Environmental Protection 


Emphasis was continued during 1980 on 
a number of activities which were start- 
ed during previous years. 


At the refinery, engineering is almost 
completed on modifications to the 
Houdriflow catalytic cracker which will 
substantially reduce the emission of par- 
ticulate matter into the atmosphere. 
Emissions of sulphur dioxide were re- 
duced through the use of lower sulphur 
fuels. Further benefits to the ambient air 
will be achieved utilizing a sophisticated 
mathematical model for predicting 
ground level concentrations. This model 
was developed over a two year period 
and was completed and successfully 
validated during the past year. 


The programme for installation of 
floating roofs on storage tanks contain- 
ing volatile hydrocarbons progressed. 
satisfactorily at the refinery and at 
marketing terminals in Ottawa 
(Ontario), Chatham (New Brunswick), 
and Sydney (Nova Scotia). 


Continued efforts were directed 
towards reducing the volume of wastes 
requiring disposal outside Company 
property. This practice is compatible 
with government policy in all jurisdic- 
tions in which the Company operates. 


The significant reductions in energy 
consumption in our refinery (over 15% 
compared with 1979) have a beneficial 
effect, in environmental terms, in addi- 
tion to conserving valuable resources 
and reducing costs. 


Petrofina Canada participated with its 
Syncrude partners in an extensive pro- 
gramme of land reclamation. 


Public Affairs 

Our Company continued to assume an 
active role in matters pertaining to the 
industry as well as in public affairs in 
general. In addition to supporting local 
and national social and cultural organiz- 
ations, the Company takes pride in the 
involvement of many of its employees 
in the affairs of their respective 
communities. 


New projects further evidenced 
Petrofina Canada's interest in two major 
areas of public concern: highway safety 
and energy conservation. 


The message promoting driver safety, 
which was installed on our fleet of 
trucks, drew favorable comments from 
both the public and the media who 
recognized its motivational value. 


The announcement of our pilot tomato 
growing project generated strong inter- 
est in the press and from the public. The 
media, including some from abroad, 
gave the project unprecedented 
coverage. 


We continued our communications pro- 
gramme with meetings between manage- 
ment and employees in an effort to better 
inform employees on the Company's 
activities. 


Personnel 


During 1980 the Company adopted ~ 
several improvements to the employee 
benefit plan package. The most impor- 
tant of these is one pertaining to the pen- 
sion plan. Retiring employees will, from 
now on, have their pension calculation 
based on final earnings rather than ona 
five year average. 


In addition, the pension of retired em- 
ployees was increased by 10% as of 
January 1, 1980. 


The Company also gave the employees 
the right to purchase treasury shares in 
numbers directly related to their salary 
level. These shares qualify under the 
Québec Stock Savings Plan which en- 
ables participating residents of Québec 
to deduct the cost of such securities in 
computing their taxable income for 
provincial tax purposes. 
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- Inventories 


- which is carried at actual cost. Inventories of other merchandise and materials es 
__ are stated at the lower of average cost ane replacement value. 


_ Investments and advances 


/ are shown at anticipated realizable val 


_ motor vehicles where the Gininiehiny balance eee is used. Bil be noc is cal 
_ the following average rates: 


_ current basis. Past service costs, arising from modifications of benefits under the 


Petrofina Canada Inc. 


Summary of Accouutine Policies 
December 31, 1980 — 


Principles of consolidadon 
The consolidated financial statements tnclude the abeounte a! 
sidiaries and its 5% share of assets, liabilities, revenues and aape 


Oil products are stated at the lower of cost and net realizable value Cost of oil eae 
been determined on the basis of the last-in, first-out method except for crude oil in t 


“Investments are stated at cost. Advan consist of mortgages and 0 
Properties, plant and equipment — 

The full-cost method of accounting is followed ehereny all costs related to the he expl 
for and the development of oil and gas reserves are capitalized. 


Refining, marketing and other properties, plant and aes are carried at cost. t. 


Depreciation and depletion 

Amounts capitalized under the full-cost method are depleted « on 1 the composite unit or 
duction method based on estimated proven reserves of oil, gas and « 
Depreciation on production equipment, gas plants and related fac 
same basis. Amounts capitalized for the Syncrude project are dep: d and e 
separately on the composite unit of production method over its soca estimated twen 
five year service life. 


Depreciation on refining, marketing and other properties, plant oat equipment is based 
the estimated service lives of the assets, calculated on the straight-line method, excep 


Buildings 2.50% | 
_ Equipment 6.66% 

Motor vehicles 30.00% 
Foreign currencies 


Amounts in currencies other than Canadian dallas have been translated as follow. 
assets and current liabilities — at the rates of exchange prevailing at the end of each yea 
term debt — at the rates of exchange prevailing at the dates when the debts were incurred 
revenues and Spat — at average rates of a baba t e year. Gains and : 


to aceon coe in Canada, ee they haa sodlatide prices for carta in pre 
ucts at levels not to exceed those suggested by the Government. Compensation received _ 
under these programmes is reflected asa Foe of product costs or inventories as 
applicable. £ 


Pension plan .. 
Current service costs of pension bench and experience deficiencies are accru 


1974, are amortized over a fifteen year ace 


Income taxes 
The Corporation provides for income ae on the tax allocation basis of sceodell 
which the provision for income taxes is computed on the basis cf income reported in th 

financial statements rather than that reported in the tax returns. Taxes provided on in 

deferred for tax purposes by claiming deductions greater than the related charges in the 
accounts are reflected as deferred income taxes in the consolidated balance ae 


Petrofina Canada Inc. 

Consolidated Statements of Earnings 
and Retained Earnings 

For the year ended December 31, 1980 


: 1980 1979 
Earnings {in thousands of dollars) 

Revenues: 

Operating revenue $882,114 $762,587 

Interest and other 5,369 1,815 

887,483 764,402 
2 Expenses: 

Product costs and operating and administrative expenses 641,715 601,784 

Depreciation 24,681 18,167 

Depletion 13,535 10,511 

Interest on long-term debt 28,877 17,837 

Other interest 2,384 3,223 

Taxes other than income taxes 15,979 10,287 

727,171 661,809 

Earnings before income taxes and minority interest 160,312 102,593 

Income taxes (note 5) 61,402 39,441 

Minority interest 209 1,565 

Net earnings $ 98,701 $ 61,587 


Earnings per common share — basic $ 8.99 $ 6.13 


— fully diluted $ 8.81 on 
Retained Earnings 
Retained earnings, beginning of year $190,749 $142,202 
Net earnings 98,701 61 
289,450 2( 
Dividends 20,498 
Retained earnings, end of year $268,952 


See accompanying summary of accounting policies and notes 
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Petrofina Canada Inc. 
( eee under the lees of f Canada) 


Assets 


On behalf of the Board: 


_ PA. Nadeau, Director 
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1980 1979 


Liabilities and shareholders’ equity (in thousands of dollars) 
Current: 
Notes payable $ 80 $ 41,815 
Accounts payable and accrued liabilities 118,114 93,764 
Due to affiliated companies 5,483 244 
Income taxes payable 28,880 6,040 
Current maturities of long-term debt 1,708 10,628 
Total current liabilities 154,265 152,491 
Long-term debt (note 3) 178,385 256,476 
Deferred income taxes _ 107,193 91,869 
Minority interest 2,339 2,132 
Shareholders’ equity: 
Share capital (note 4) 190,957 100,648 
Contributed surplus 15,984 15,984 
Retained earnings 268,952 190,749 
475,893 307,381 
$918,075 $810,349 


See accompanying summary of accounting policies and notes 


Auditors’ Report 
To the Shareholders of Petrofina Canada Inc.: 


We have examined the consolidated balance sheet of Petrofina Canada Inc. as at Decemb 
31, 1980 and the consolidated statements of earnings and retained earnings and changes in 
financial position for the year then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included such tests and other pro- 
cedures as we considered necessary in the circumstances. 

In our opinion, these consolidated financial statements present fairly the financial position 
of the Corporation as at December 31, 1980 and the results of its operations and the changes 
in its financial position for the year then ended in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. 


Montréal, Canada, Clarkson Gordon 
February 2, 1981. Chartered Accountants 
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Petrofina Canada Inc. 


Consolidated Statement 
of Changes in Financial Position 
For the year ended December 31, 1980 


1980 979 


Source of funds: (in thousands of dollars) 
Net earnings $ 98,701 _ $ 61,587 © 
Amounts not affecting working capital: = 

Depreciation and depletion 38,216 28,678 
Amortization 574 3,264 
Deferred income taxes 15,324 26,471 
Loss (gain) on disposals of properties, plant : 
and equipment (919) 1,256 
Minority interest 209 1,636 
Total funds from operations 152,105 122,892 
Issuance of shares — preferred 45,000 2 
— common 45,309 647 
Proceeds on disposals of properties, plant 
and equipment 7,262 3,883 
Long-term borrowings — Syncrude project ~ 185,000 
Income taxes recoverable _ 6,557 
Other 555 oe 
250,231 318,908 
Use of funds: 
Additions to properties, plant and equipment 
— Syncrude project 4,532 184,912 © 
— other 82,219 59,104 — 
Net repayments of long-term debt 78,091. 14,084 — 
Dividends — preferred 1,391 =| 
— common 19,107 13,040 — 
185,340 - 271,140 
Net increase in working capital 64,891 47,768 
Working capital, beginning of year 110,348 62,580 © 
Working capital, end of year $175,239 $110,348 


See accompanying summary of accounting policies and notes 
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Petrofina Canada Inc. 


Notes to the Consolidated 
Financial Statements 


December 31, 1980 


1980 1979 

1) Investments : (in thousands of dollars) 
andadvances 2% Carried interest in future net production income of Panarctic Oils Ltd. $ 6,375 $ 6,375 
Shares in pipeline and other companies 3,073 2,637 
Mortgages and other receivables 2,071 2,720 
$ 11,519 $ 11,732 
1980 1979 

2) Properties, : {in thousands of dollars} 
plant and Exploration and production (excluding Syncrude project) $369,515 $313,202 
equipment Syncrude project 189,444 184,912 
Refining 216,964 199,176 
Marketing 110,377 114,206 
886,300 811,496 
Less accumulated depreciation and depletion 311,811 279,199 
$574,489 $532,297 


3) Long-term debt 


4) Share capital 


During the year, the Corporation entered into a credit agreement with three major banks providing for a $225,000,000 
revolving credit and term loan facility, of which $135,000,000 has been drawn down by the Corporation at December 
31, 1980. The initial revolving credit period is three years but, annually by mutual consent, this period can be extended 
for an additional year. The term loan period is 10 years from the date of maturity of the revolving credit. Under the 
agreement, the interest rates for the revolving credit will not exceed Canadian prime and U.S. base rates for Canadian 
and U.S. dollar borrowings respectively, and for the term loan the same rates plus ‘4% to '2%. 


1980 1979 
{in thousands of dollars) 
Secured: 
Production loans $ << $ 2,005 
Other loans 127 202 
127 2,207 
Unsecured: 
Loans pursuant to the above noted revolving credit agreement 135,000 
Interim financing loan ~ 185,00 
Loans with interest '2% above prime rate, due in varying annual instalments 
through 1990 40,000 73,700 
68% promissory notes amounting to U.S. $950,000 (U.S. $1,800,000 in 1979) 
due in 1981 1,134 2,01¢ 
6% loans amounting to U.S. $309,000 (U.S. $618,000 in 1979) 
due in 1981 369 668 
Other loans and long-term obligations 3,463 3,513 
179,966 264,897 
180,093 267,104 
Less instalments included in current liabilities 1,708 10,628 
$178,385 $256,476 


Payments required to retire long-term debt amount to approximately $4,300,000 annually from 1982 to 1985. 


Authorized: 
Preferred — An amendment to the Articles of Continuance which was obtained in May 1980 provides for a new class of 
shares, being an unlimited number of preferred shares issuable in series, without nominal or par value. 


Common — 16,000,000 shares without nominal or par value. 


Issued: 
$1.875 cumulative 
redeemable convertible 
preferred shares Common shares 

(in thousands (in thousands 
Number of dollars} Number of dollars) 
Balance at December 31, 1979 _ $ — 10,048,866 $100,648 
Issued in 1980 1,500,000 45,000 1,099,437 45,309 
Converted into common shares (3,520) (106) 1,760 106 
Balance at December 31, 1980 1,496,480 $44,894 11,150,063 $146,063 


6) Financial 
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5) Income taxes 


results by 
business 
segments 


price of $30.00 per share for a 1 cash cotsidemtion of. $45, ne 000 
of $1.875 per share. 


mon ‘shares traded ¢ on the Toronto Stock Exchange ducibe a 30 c ce 
redemption was not less than $75.00. The shares are redeemable after July 
share until July 15, 1986 when the redeemable price is reduced b 
periods until July 15, 1990. Thereafter, the shares are redeemable 
redeemable aie with accrued and si dividengs to the date f ed fi 


fixed for pede es 
The preferred shares are convertible into common shares ‘aivtincs ono 
one half a common share for each preferred share, subject to ane 
reclassification or issue of common shares. __ 
During the year, rights were issued for the purchase of additional common sl 
tion of one common share for each ten common shares held at a price of $40.00 pe 
1,005,176 common shares (of which 721,187 were issued to the parent company ¢ 
tion offer for a cash consideration of $40,207,040. a 
The Corporation also issued 72,521 common shares under an employee share ee pl a 
shares through the exercise of stock options for a total cash oe of ee 101, she 
shares were issued in conversion of 3,520 preferred shares. __ - 
_ Under the eo eile ts s stock option plans, 212,130 common shares ar 


Total i income tax expense was $61,402, 000i in 1980 and $39, 441 000i in 1979 hick rep: 
earnings before income taxes of 38.3 per cent and 38. 4 per cent agile a followin 


Provision for income taxes at statutory rates 
Add (deduct) the tax effect of: 
Inclusion in taxable income of crown royalties and other Oe 
payments 

Resource allowance to partially offset inclusion of crown royalties 
Depletion allowance earned by exploration and development 
expenditures 

Inventory allowance to partially offset the effect of inflation 
Other . 


Provision for income taxes veflaciod | in the consolidated statement 
of earnings 


ae and peiicbenical: segment. : 
The resources segment comprises exploration, sepia and ‘dae activities related to crude oil 

gas, gas liquids, sulphur, coal, oil sands and minerals. 
The refined products and petrochemicals segment includes the manufacture, distribution and 

products. co 
Inter-segment sales are eliminated to reflect total revenues as ceportee s in a the consolidated statement of nes 


_ 7) Pension plan 


Resources 


Refined products 


and petrochemicals Consolidated 
1980 1979 1980 1979 1980 1979 
: (in thousands of dollars} 
Revenues: 
Outside the enterprise — 
Operating revenue $122,393 $106,833 $759,721 $655,754 $882,114 $762,587 
Interest and other 730 563 4,639 1,252 5,369 1,815 
Total 123,123 107,396 764,360 657,006 887,483 764,402 
Inter-segment revenues 59,700 10,224 _ _ 59,700 10,224 
Elimination (59,700) = (10,224) 
Total revenues $182,823 $117,620 $764,360 $657,006 $887,483 $764,402 
Earnings: _ 
Segmented earnings before interest on 
long-term debt, income taxesand  __ 
minority interest $110,026 $ 73,799 $ 79,163 $ 46,631 $189,189 $120,430 
_ Interest on long-term debt (28,877) (17,837) 
Income taxes (61,402) (39,441) 
Minority interest (209) (1,565) 
Net earnings $ 98,701 $ 61,587 
Assets employed: - 
Identifiable assets $461,809 $400,588 $456,266 $409,761 $918,075 $810,349 
Capital expenditures: 
Properties, plant and equipment $ 61,625 $219,468 $ 25,126 $ 24,548 $ 86,751 $244,016 
Depreciation and depletion $ 22,495 $ 13,993 $ 15,721 $ 14685 $ 38,216 


$ 28,678 


Total revenues include export sales amounting to $161,660,000 in 1980 ($136,780,000 in 1979). 


The unfunded past service obligation is estimated, on a present value basis, to be $10,200.000. This is based on 
an independent actuarial valuation of the pension plan as at January 1, 1980 updated by the Corporation to 


December 31, 1980. 


_ 8) Related party 


transactions 


_ 9) Comparative 
figures 


10) Subsequent 
event 


The Corporation's significant related party transactions made in the ordinary course of business are as follows: 
1980 
(in thousands of doll: 
Purchases of crude oil from parent and affiliated companies $119,182 $101,972 
Net costs relating to the purchase and processing of petrochemical products by 
___ parent and affiliated companies $ 13,443 $ 11,339 
Sales of petrochemical products to parent and affiliated companies $ 20,485 $ 33,124 


Certain of the 1979 comparative figures have been reclassified to conform to the financial statement presentation 


adopted in 1980. 


On February 2, 1981, the parent company, Petrofina $.A., Brussels, has accepted an offer providing for a take-over of 
the Corporation by Petro-Canada. This offer, which is conditional upon receiving significant rulings and approvals 
provides, among other things, that Petro-Canada will cause one of its subsidiaries to make an offer for the acquisition of 
all of the assets and the assumption of all the liabilities of the Corporation in consideration of securities issued by that 
subsidiary at a value equivalent to $120 per common share of the Corporation (all shares including those that would 
be outstanding if all the convertible preferred shares were converted and all the outstanding stock options were exer- 
cised). Further, subsequent to this acquisition, Petro-Canada will make a tender offer for all the outstanding common 
shares of the Corporation, as referred to above, for a consideration of $120 per share. 


ar 


Five Year Review 


of Operations 
Statistical 1980 1979 1978* 1977e 1976* 
Crude oil and natural gas liquids 
production, before royalty 
(thousands of cubic metres) 
— conventional L2i2 1,190 1,036 1,036 1,065 
— synthetic 235 47 — — — 
Natural gas sales, before royalty 
(millions of cubic metres) 747 841 754 838 852 
Number of wells drilled in which 
Company had participation 152 1S 73 oI 79 
Number of wells completed in which 
Company had participation 108 71 36 41 49 
Sulphur sales (thousands of tonnes) 174 138 174 156 182 
Gross land holdings 
(thousands of hectares) 3,604 3,316 3,480 5220 5,260 
Net land holdings 
(thousands of hectares) 1,262 976 971 1,295 1,295 
Crude oil runs to refinery 
(thousands of cubic metres) 4,249 4,514 4,197 4,372 4,595 
Total outlets used in distribution 
of refined products 932 1,086 1,091 1,120 1,215 
Number of employees 2,163 2,380 2,466 2,412 2,002 
Financial (in thousands of dollars) 
Revenue $887,500 $764,400 $593,600 $531,100 $501,500 
Net earnings 98,700 61,600 23,300 28,600 22,000 
Depreciation, depletion 
and amortization 38,800 31,900 24,800 23,700 22,600 
Total funds generated 152,100 122,900 55,800 56,700 48,100 
Working capital 175,200 110,300 62,600 52,000 59,200 
Total assets 918,100 810,300 579,600 586,000 511,000 
Long-term debt 178,400 256,500 85,600 70,700 86,300 
Book value of shareholders’ equity 475,900 307,400 258,200 246,800 229,200 
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* As restated in 1979. 
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